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SUBJECT: Press Conference of Shah of Iran

The Shah invited reporters of the Kissinger party to a press
conference at Saadabad Palace Tehran at 12:30 on November 2nd.
Following 1s & verSiatin transcript of the Con‘ference: Quote:
Q. YOUR MAJESTY, may we begin?

A. Certainly.

1. Can you tell us, please, 1f you have been approached by
Saudi Arabfa to_join in lowering ofl prices, and 1f you have,

vhat the resu‘lts of that approach {s.
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A. I think that if you wait until the next meeting of the
IPEC countriss 1n Vienna, vou will see what Iran's proposals
will be. 1 will just touch on the subject that we are roing
to propose for a sincle price of oil al? over the world,

excapt for gesgraphical Tecation and quality of oil., That

sinale price of oil will be well below the actual posted orice

of the Persian fwlf. But it won't be lono before we have that
veating in OPEC, and I don't want to steal the show from that
meeting now,

1, Your Majesty, did King Faisal sond vou a letter before the
Tast DPEC meeting asking you for cooperation on the oil nrice
auestion?

n

Ao 'lell, wa are in contact with Saudi Awrabia, and our system

A

mlght be diffarent from thelrs hecause'they nave a participation

agreement with ofl conpanies, when, in our case, o1l has heen
complotely nationalized, so the anproach 1s different. Jut we
are 1n very close contact. and 1f our mathods are different,
orabably our ains are the same.

n. Your [lajesty, did Sacretary Kissinger give you the
impression that the United States would supnort 2 fixed nrice
for oil?

A. 'ell. I can't speak for him hut I #hvink that a fixed orice
for 011 has the advantage that nobody could manipulate it
further. I mean, everybody will know there is one single
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price for 0il: and Yow much profits the oil companies sihould
make, or would he allowed to wake, on a barrel of oil; and how
puch 1t will cost the consumer to us2 and to consume that oil:
and how much he 18 going to pay his own country in taxations.
There ave cases, 1'm not qoing to mention any mames, of countries
in Europe which Tevy on one berrel of oil so much taxes that it
is rore than the covermment take of, for Instance, rmy country.
And this 1s true;

9. Your Hajesty. when ybu refer te a single price for oil for
tha Persian Gulf, which you will prepose, I assume that you also
are still tying it to a link or basic commodities of olsahore
throuchout the world?

A, Oh, ves. I think this 1s the hasis of our propnsal, to Tink
it Tater to a hasket of, a nrice of, say. 20 to 30 comodities.
"If thay go up, why should we lose our purchasirg power? If they
a0 doun, 011 should go down along to help the world econcmy.

Byt what is really interesting, is to hold our purchasing power
jntact, because we have been cheated so much in the past, that
sensa, that with inflaticn and erasion of the aurchasing pouer
of our money, the same old situatfon 1s not going to be reﬁeated
Qnﬁe‘nwre.

4. If I may follow that up, sir--in other words. in order to
achieve this new relationship of oil prices and coimedity prices,
111 4t not require a considerable, almost a revolutionary,

- -
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change of concept by the major industrial countries for

T

astahlishing this new relationship? And secondly, 1f you
would corment on that, what do you regard as the prospects

for achiaving this kind of relationship in a short term?

A, flo doubt that there nust be contact betveen the JECD
countries rapresaﬁting, if we can sav, all the ¥Y advanced
industrial countries of the world and nuv_orﬂanizatian or the
representatives of our x@ orcanization., They could discuss
the whole aspect of world econowy and how to establish the
contacts, establish the re?atﬁnnships, hetween the nrices of
these 20-30 commodities and the world inflatiorn; because 17 we
cannot 1ink the price of 0il with the 2rice of inflation.
there won't be any nrassuve or inceative for the 1ﬁdustr1a1
world to check their inflation., If they do not checl: thelr
inflation, we can defend ourselves with the pricing of our oil.
Sut who 1s ¢oing to suffer? The door countries, or the
deveioping countries~-they will suffer on both fronts. So to
keep our whole world together in one picce, ve'll have to have
a very comprehansive £alk between the davelopad industrial
countries of the world and we producers of enerqy in the
immediéte future,

0. Your ﬁajest$, the indexing system has been criticizéd as

possibly institutionnlizing inflation. You disacree with that.
| | A
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R, How could it institutionalize 1nf1ation?

0. iell, I'm not one of the proponenfs of the criticisn, but the
way‘it‘s been explained to me is that 1t locks you into a systém
where you set minirums that, in effect., set an inflationary
rate and keep it moving up and possibly a Tittle down,

&, 'al1, wa hava beea witnessing inflaticn in the world hefore
the incroase of the of1 price. e have had inflation in the |
world when o1l was s0 cheap. How do they respond to this? Or
answer to this?

7. Your Majesty. on indexina, would you be 11line to take a
nrevious orice of 0117 The answer I think to that is that the
nrica of the goods that you have Tisted have less than doubled
in the last eleven years and the price of o1l has more than
trinled in the Tast ¢leven years. |

A, tell this is simplifying things because, well, this is a
Tong story, but I have qot to say ?&gggfwmrﬂ: in 1947 the
psted price of a barrel of oil in the Persian Sulf was 52.17.
In 1959 the posted nrice of a harrel of oil in the Persian
eulf was $1.79. That 1s a decrease of $.3%. In taat neriod
of time, world commodities Increased by between 300 and A42°%.
I'n giving you facts. 'hat about that? And furtherrore, the
orice of commodities has not increased twice: we are buying
sugar for more-than 51.000 now. e are buying vecetable oil

| _ for more than $1,000. You will tell me it's hecause of the N
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increase in the price of oil, that agrﬂcu?éura has anomented:
T will say, vhy has the orice of cotton drepned? Or coffee? So,
there must be a relation. Mur nricine of oil at the heginnine,
and again, I am going to oo into detail--even if you don't
print 1t, it doesn't matter-~in 1973, December 7973, when I
asked $7.00 covernment take for the light Arabiam crude in the
Persian Gulf --nlease note this doun--later on the o1l companies
in their necotiation for participation agreement with other
countries of the Persian Gulf-~-the €0/49/50 participation
aareenent rose the nrice of 01l to what 1t is now, that is
9,74, 1 didn't do 1t; the o1l companies did this, I don't
carve if you call me the hawk, but the truth 1s whatyl Just
told you. Yhen T asked for 57.00, it was to have a conparison
between any other sources of enerqy, like shale ofl, coal, or
other kind of eneroy. And today we know that vou cannot get
shale q11 or other sources of energy for even that price. So
when we go into discussion with the developed countries of the
vorld--and, I hope, a comprehaﬁsive and constructive discussion
~~1t nust be about all these things. To think of the econory of
the whole world, not just the interest of a fewr countries, or
the interest of we, the nroducers. Because if the world
collapses, we shall collapse with {t. ‘le helona to that world.

‘ia belong to the world that you call the so-called froe world.
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And we don't want to see vou collanse becauﬁe e are goine to
coliapse along with pou.

0. Your Hajesty, when you make your nrenosal at the DPEC meetino,
could you cive us an Tdea now of what the rance of that price will
ba?

A. 1f 1t hes hoen published éo far, if the ficures have boen
quotad; 1 can\also say what the proposal will he. It is the
nresent covernment take at a single price and that will brino the
arice of the posted in the Persian Gulf considerably doun.

", Can vou estimate hy how ruch?

A. About $1.60, of the posted.

n, Your rajesty, as vou kncw, there are hml hundreds of millions
of people who are bawildered by the oil pricing structure--well-
head prices. posted prices, percentages, concessions, rovalties--
to all of those peonle all aver the world, vhat does this ncan?
Is it vour educated quess that the price of o171 w11 ¢ up or
down in the next year?

A, 1t will--for the consumer?

N. For the consumer

A, It_wi1] go down. bacause we wvant to limit the o1l companies
to only $.57 ner barrel ravenue... interest, if you think that
this 1s too much, 1t will be your problen with the oil comnanias.
Ye think thet 50% is fair. DBut why should they make 52.19 on

| __ona barrel of 611? hy should some of ther make 77077 of INIEREX __J
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interest in one year? Is that fair?
1., So you think that the price of a galion of gasoline, say
in the United States, will be Tess a year fron now‘than it 1s
today?
A. 1¢ should be Tess. It shouid be less, bacause there will be
that ruch money less 1n the postad price and the profits of the
011 cormanies would be limited. So, there should be less pressure
on the consumier, unless avery covernment is golng to levy anAkEx
additional taxes on sasoline and these thines in order to curb
consurmtion, ‘This will be bayond our responsibilities.
3. Your {lajesty. so we don't risunderstand you, are you saying,

 sir, that this is apart from your basic concept of 1inkage ov
£hat this will be nart of what will co into effect 2t any rata
at the OPEC meeting?
A. No, this will go into effect at any rate, For the fix
future, there must be a link between the price of ofl and the
price of the commodities, because if not. somebody will say the
inflation of the world is 12%: somehody will say it's 25%:
somopedy will say it's waybe 65, Dut 1o arder to safecuard
our interests, we will have te say tihat ve have got to increase
the price of oil that much,in order to koep our purchasing
power intact. That will make things s much corplicated, But
if 1t 1s an automatic 1ink botween the.wrice of those
commodities and the price of 011, say let's accent an

|- ‘ | ]
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r;“terﬂﬂtianal Chamber of Cormerce of Zurich, couyld say what this -_1
indax is--vhat world inflation is, roally. And then relate this
to the price of oil.
o, ‘Yell, the reason I ask this for clarification for those who do
not fb!low 211 of the intricacies of the oil-pricing system is
that while vou speak of a generzl consurers' price reduction,
even without the 14nkine, the oil axperts here tell us that the
OPEC meeting alrmst surely will result in an increase in the
price of o1l of some ¢.94 a barrel, Could you c]arify that?
A. 0h, that 1s for the present inflation system. You'll have
to wait for this until the PEC meetina, because the price--I
mean the inflation rate 1p the vorld today (I don't know hou
much 1t is--some people say ahout 20%, 27% in some European
countries; some are less--fieymany 7%, others are 15%: the U.S.,
vou know batter) so there 1s not a definite clear picture. e
have always said that the price of ol and the purchasing rower
should remain intact. fut nevertheless. we hava not increased
he price of ofl as much as the rate of inflation: that vas to
* show some aoodeil] qesture.. Put this doesn't mean that you
can free will, let your inflation aallop and erode our nurchasing
nover without us trying to defend ocur interests.
“, 1 recognize that; therefore, them, are you acreeine, sir,
that the price of oil actually will increase once the inflation

rate 13 added to it at the next "PEC meetinn?
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A. Acain, a1l will depend on what initial sinale price we ars ._]
going to propose, Let's wait until we have the neeting.
n, Your MNajesty, is it a Tair statevent that your fndexing .
Tinkage concest bhotween the nrice of oil and the price of 20 or 30
commodities can anly work 1f the preponderant number of tﬁe 071
producers and the majority of the major consurers all funct10ned
within that system and who §s coing to carry the hall, s to
speak, in order to get this systen Taunchad?
A. '"la1l there should be some kind of agreerent and understanding
betyacn the developad countrics, the industrial countries of
the uorld, because they consume, I think, about £5% of the uhole
041 production of the world. The rest of the countries, say
third-world or develoning countries, consurme only 15%,
4. Uo the other countries that produce 011 in OPEC share your

enthusiasm for an indexing?

A. ‘e have this impression, yes. I think so.

1, Your Hajesty. for those of us who might not follow the

ux intricacies of this whole 0i1 question, there might anpear

to be something of a contradiction here. Pecause on the one

hand we are being told that a\yeaf from now an American

buying gas probably will be paying less than he pays now: on

the other hand, 1f I understood it right, at the next OPEC

I | _
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maeting there might be a 30-40¢ increase in the cost of a
barrel of export crude. ‘hat 1s golng to happen: is 1t

going up, or is &t going down?

A. Uell, 1f the oll companies make only 3.5 instead of
62.M, it will go doun. If you let them do anything they
want, 1t will go up. |

n. So that the responsibiiity, then, in vour opinion. would
rest with the oil companics... |

A. Surely, that's why sa I'm proposing a single price system
necause 1f not, 1f it 1s a posted price, then you have
realization price. halfway price, huy-back nrice--fod knous
what other pricing system--and you would never know trhat is
happening. -It’s'rea11y a cuestion of manipulation. 3ut if
you have a sing?é ericing system, it s111 he crystal-clear for

avervbody who s cheating.

|- | -
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). And could there be a single price since there are so many 1

19
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countries involved in.... |

A. I sald except for ceographical location and quality of ofl.
e can't expect to get as much money with selling o1l to the
United States as Venezuela can, because she's so much closer.

e cannot expect to get as much roney as Algerda in selling our
0il to Europe, because Algeria is so ruch 6105er.

f). Your Majesty, do you think thé oi1 commanies have been gouging
the public recently? Too much prafit? |

A. The published figures are about sometimes 7097, 400%, 300%,
150%--this is up to you to decide if they have been gouging or |
not,

9. Your Hajesty, what will happen to the revenues accruing to
the producing countries? Are they going to increase or decrease?
A. To the producing countries?

0. Yes.

A. HNo. They are not going to decrease. Certainly not. M 1
see no reason why(they should). Dut the oil commanies will make
less profits, for one; second is that this year of terrible world
inflation has already eroded cur_purchasing'power. So in matter
of fact, the price of_oi! has come down, as far as we are
concerned.  Dacause we have not augmented in OPEC as much as we
have lost. e have augmented $.38. ‘hen if we'say an average of

20¢ {nflation, we have lost about §2.00.
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4. Your Majesty, I wonder if I could raise a question on
another subject; namely, your perception of what the sunmit
conference in Rabat will do to future iiiddle East negotfations.
A. UYell, I was not in Rabat and I have not yet received any
report from our friends fhere, but according to the news, {f that
will be a prevailing attitude of the Israeli state--1f they don't
want to talk with the PLO--that #1171 make things a 1ittle more
d1ff1cu1%acﬁ?§dwe don't see how this west bank and Jor#an problem
will be saekak...I think that this gentleman tried to ask...

2, Thank you, Your Hajesty. Could you give us some idea of
vhether you and Dr. Kissinger last night reached a general
agreenent in how the Indian Ocean should develop in the next
decade; in the short run, for instance, do you aeree that the
Unitod States should have a presence in the Ocean to counter the
Soviet presence? And what are the prospects for your long-range
application of the big powers tam staying out of the area?

A. Uell, I at have already answered this question during my
Australian visit I said wa'have the presence of the Soviei
infon warships inthe Indfan Ocean. T don't see vhy one nation
could be represented s0 forcefully and not another. Mow could
ve ask the Americans not to come into the Indian fcean 1f we have
the nresence of the otheb super power? Dut the aim {s that If
the countries of the Indian Ocean reqion could have some closer

contact and relationship, the day will come that we miaht he

| - ]
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{h;b?e t0 tell the two super powers that you can have all the | -“]
trade influence, political relationship that you want in that
region--but reaily, there is no need for your mil{tary presence.
That's the whole 1dea.

0. If I may pursue that, sir, where does that leave your position
vis-a-vis the United States' current plan to expand the naval A
facilities on Siégo rarcia? DNoes this_mean that from your
standpofnt you regard that as an fnevitable offset to the Soviet
presehce; or do‘ydu object to 1t, sir?

A, -Nowll have alweady, acain, answered this question. ilot only
do we not object, we see this as a natural follow-up. |

Q; Your ajesty, a roment ago you mentioned you did not see how
the problan af the west bank could he tackled. Do you have any
faitiative of your owm or suggestion as to what should be the next
sten in the next few months in the !iddle East in tryino to settle,
or take another step toward peace between the Arabs and fsrae1is?
A, 1 don't want to really mix myseif into that very difficult
questions but offhand, 1 would say to start again the Reneva peace
talks. |

0. Your Majesty, do you see Iran as sort of a policaman for the
Indian Ocean region in the_lbng temm?

A. For peace-~if you would please say peacekeencr, I would say,
we will try to contribute to‘the peacekeeping ¢f the region. fut,
1 nust add, we can't take any chances. e have got to defend our

' national interests anyay--if nossihle, and hopefully with the __J-
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rzgllaboration of others. If we can't cet that collahoration~- -
and that is always possible~~then, if necessafy, wve will do it
alone. |
0. VYour "ajesty, vou suggestéd a moment ago a2 return to the
Geneva peace conference. I wonder what nakes you believe that
that will not stalemate the entire situation even further than
it's stalemated right now. |
A. Uell, 1t might, but still 1t is a contact; it's better than
| nothing,
0. - Your Majesty. on the subject of oil again, {if the pricing
structuve can't be worked out, {f the western industrialized
world is not satisfied with the prica of ail, how serious do
you regard the threat of some kind of military intervention?
A, That seens really a Tittle remote--nilitary intervention in
hart pany places? In all the oil-producing countries of the worid?
Arn you going to occupy Yenezuela? Is America goino to do all
thase occupation jobs? Do you have enourh troops? Can you
occupy Venezuela, 'lexico, Saudi Arabia, Iran and the rest o7
the OPEC meunxt countries? Or will you gang up; will you, ulth
the Furopeans, do this job? Do you think that the Cormunists
2111 stay silent? Yo, I really think this question of nilitary
confrontation is just a 1ittle loose talk: {t's not very serfous.
The only thing that could be achieved will be through memmgmfui

meaningful negotiations, and constructive. I hope.
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[“;. Your 'fajesty, I'm sti11 somewhat confused on your position
and Or. Kissinger's...at his news conference, just before this,
he left the very strong impressfon that the views of the two
nations had narrowed somewhat, that, in fact, at the NPEC |
meeting the oi1 price might be stabilized or possibly even come
down, althouch he did not say that specifically. From your
corments, I'm getting the impressioﬁ that unless the ofl
compénies are willing to accept profits of--as you say-~$.50
or Téss, we can Took foryard to an fncrease in the posted price.
A. Sut the ofl companies have no cholce. They have to accept.
1t's not for the oil companies to decide. Thay have no choice
in that matter, unless you people want the o1l companies to
make tore beneflt than 5.50, which 1s a very handsome fioure.
Do you want them to make more money? I don't think so,
3. As vou see, your Hajesty...
A. Unless you are a big shareholder in the otl companies,
0. As you see, your Majesty, some of us are not clear on the
technicalitios there on that one point. Is the situation that
the reduced profits of 3.50 for the o1l companies s automatjcally
inposed, ordered by OPEC at the forghcoming m@eting? 
A. 4ell, we can do that--having it oneszggggg price, ve can
tell the world: this is the single pr1c1ng\system that the OPEC
comntries have decided., ‘!Mth the excepticn of neographical

Tocation and guality of ofl, and this is accepted hy all. How,

.- | _
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gmanmrt{rrmg that the ofl companies will sell you more than this wqj
single hrice plus, say, $.50, will concern only you and the
ol companies. |
2. Your “ajesty, we've been talking a great deal about the
of1 procucers and the industrialized world, but what contact
have you been having with the developing states--particularly
some in Afrdica, who have been very much concerned by droucht
and predictions of insufficient fertilizer tur crnpé and -so
forth? {0 you have any additional initiatives 6th3r than loans
as to how these countries can get through some of their
aconomic difficultios?
A. Uell, we have made the proposal to the United Hations for
the setting up 6? a special fund vhere we of} producefs will
contritute--and cven wa mentiona! the flgure of S150 million
dotlars cach--and the devaToped countrias of the world i1l also
contribute, and twelve of them will be renresented in that
 Soard with us (we were twelve in those days. now we might be
thirteen or fourteen). And also the jmig number of twelve
resrosenting the dpveloﬁinq countriﬂs of the world, sittine on
foard, uhich will study prajects presantat hy these developing
countries. And each pro?ect that would be approvad‘wouﬁd aet
a soft 1oan-~say 25 years' term or per1od, 2+1/2% interest rate
~~through this institution, which will be serviced by the

existing International Dank and the Invernetional Monatarj Fund,
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fminstead of cfeating a new bank and wasting money on that ““1
snstitution, we shall use the good offices and services of the
o existing banks, This would give about threa billion dollars
avery year, wiich could be lent on rhose Levms to the developing
countries--just not the money, hut for definite projects.
0. Your lajesty, you referred ton the fencva Conference on the
14ddle East. Did you aet the irpression that v, ¥isgincor shared
this view, or is he still leaving all the options open, includina
what he calls step-by-step nagotiations betwaen Israclis and the
Arahs? |
A. Obviously; everything is open., You ask my opinion what
should be done, I just said the reconvening of the Geneva
Confarence.
n. Your tajesty, if I may pursuc that, vou also safd it's
hotter than nothing, and frankly, that would imply, w=ith your
ovm considerable perceptimn of the arca. that vou would anticipate
there is strong Tikelihood of a rather seharing stalenmate here.
I would 1ike to ask you, sir, if you reliova there is a rising
dannar of wErddx var over the Avab-Israeli conflict, and if so,
what that does, in your judgment, to the future flow of ofl to
the rest of the worid?
A, 4ell, we have been 1iving with this suestion for a nurbar of
YOArs nov. qow, let's see what effect the Rabat conference yill
have on that issue. It's a little, raybe too soon to speculate.

| W11 this jeopardize comnletely the peace talks, or it might in
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sone ways eventually help. Lat's wait a little

Thank you for your time, Your Majesty. End quote.
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